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8taff Study Re Change in Methed of Preparimg Vouchered Fund
Payrolls
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PROBLEM:

To deteruine whether = "computation" method of payrolling, a
wechanized leave system and, a mechanized bond accounting method
should be adopted for the vouchered fund payroll in order te
effect economies in the payroll and related operations.

FACTS:

There are two major methods in use by Government agencies for pre-
paring payrolls, namely, the so-called “"exception method™ and the
so-called "compuiation method". This Agency follows the exception
mwethod for both the vouchered and confidential fund payrolls.
Agencles which bave converted to the computation method, which in-
velves more extensive utilization of electric accounting machine
wethods to save manual processing, have experienced substantial
savings over the previously opersted exception method; however, before
adopting the computatiop method they have eliminated manusl processes
such a8 centralized manus)lly-posted leave records and manually-main-
talved accounting records feor bond deductions. ~

In considering the feasibility of the computation method for this
Agency, initlally as it would apply to the vouchered fund payroll, it
becomes necessery to determine methods for eliminating certain present
manual operations. Based upon an experimental installation in the
Agency of a eentralized mechanized leave system it 1is apparent that
such a system could be aspplied to advantage in lieu of the centralized
manually-maintained leave records. Alse, many Agencies have adopted
a simple electric accounting machine procedure for bond deductions,
vaich with the present substantial velume of vouchered fund employees
participating, could be adopted with resulting economies to this
Agency's vouchered fund payroll.

In this Agency the cost of vouchered fund payroll operations under the
resent system covering approximately employees is approximately
36,00 per annum for each employee. s cost includes the cost of

personnel and machines used in the payroll operation and also {ncludes

an estimeted 50 cents per amnum for each employee to cover the cost of
recording leave and distributing checks.
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Anotber Government departument with [Jexplcyees has veer using
the fe%ﬁwim mthod for its payroll operations for more than one
your. This depertment reports a cost of $7.00 per annua for each
supioyse sexviced. This cost includes the cost of personnel and
sachines used in the payroll operstiocns. The payroll section is,
howvever, net responsible for the recording of leave or for the dis-
tribution of the salary ehecks and the reported cost foes not inelude
the cost of thase services.

DISCUSBION:
Present Exception Nethed

Under the present vouchered fund payroll method used in this Ageney,
approximately 65 percent of the payroll action chaiiges are processed

o8 electric aceounting machines and 35 percent are processed manuslly.
The Payrell Brauch msintsins a manual eontrol over sll permanent pay-
roll actions showing base pey and ths standard deductions for retirement,
tax snd FICA, These deductions are determined from the stendard salary
tables prepared Ly the Gensral Accounting Office. All pay for employees
op @uty for 80 hours and their sdditicual compensation, if any, are com-
puted op tabulating washines., All EGD actions, promotiens, periedic
step increases, ssparations, payments for lees than 80 hours and sdjust-
wments are eonputed manually,

Computation Method

Under the somputation method a master sontrol would be maintained on

the annual sealary of each permanent changs snd all earnings apd deduc-
tions other than separations and adjustments would be computed on the
elactrie secounting machines. These eomputations would be based on
mmmmxnpmmmswmmus, and the
sarnings and dedustions will agree with the smounts shown in these tables.
It is estimated that under this system 90 percent of the present manual
computations of personnel actions would be eliminated inasmuch as only
resignations and adjustments would be cowputed manually,

Controls

(1) Under the computation method payroll operstions would be controlled
ss effectively as under the present payroll procedure, as follows:

(a) Oentrols would be maintained en annual salary, ours worked,
and hours ebsent in sueh form as to comply with the require-
ments of the General Aecounting Offiee.

(b} ZEach caleulated amount would be recomputed by reversing the
factors and comparing the result with the original eomputation.

-2 CORIDENI A
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(c) The master cayd file esch pay period would be audited to
prove the maximum additional compensation paysble for esch
explovee,

() A bond eontrol would be meintained for proof of bond balances
and the amount of bend deductions credited to the bond file.

(e} Controls would be established as now mainweined for manual
computations.

(2) Tab A shows details of the proofs of computations, control regis-
ters, and a comparison of controls maintained under the present
exsaption payroll method with the comtrols whieh would de main-
tained under the cemputation meihod.

-Opexating Costs

(1) It is estimated that the veuchered funds payroll can be processed
vith s total of 20 employees 1f the somputation method is adopted,
This estimate is based on the Machine Records Division's exparience
vith payroll processing and elsctric accounting wechines snd on the
experience of another Govermment department nev using the computa-
tion method, It ie belisved that a further reduction in the number
of employees may be effected under the proposal after the mechae
nized leave system is established,

{2) The reduction in the number of exployess engaged in voushered fund
payrell operations from 30 to 20 es set forth in Teb B would effect
& sevings of approximately$36,000 per anpum and would reduce the
cost to $12.00 per annum for each ewployee serviced.

Bquipment

(1) The electrieal accounting machine equipment now in use in the
Mschine Records Division weets the machine rsquirements of the
aaputation method.

(2) HNo sdditional equipment of other types would be required,
Organization

(1) The meximum reduetion in the cost of payroll operations would be
sceomplished under the computation method under an organizational
arrangement whereby all personnel engsged in peyroll processing,
snd the responsibility for all payroll cperations, were samigpsd
%o the Machine Records Division. The computation method permits :
the assignment of work on a funetional basis which would result
in the meximm use of the services of each employee, The volume
of work ef emch fungtion of payrell processing varies material
Quring each pay period and the ability to eseign werk on s
funetionsl rather than unit basis would assure wore effentive
aéministration.
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(2)

(3)

(1)

The computetion method wight be operatsd with part of the pay-

rell operaticns being assigned to the Fiscal Division end the
balance assigned to the Machine Records Division. This arrange-
went would be entirely unsatisfactory unless the personnel
ssnigned to payroll processing were located in adjacent space,
Even then the employees would in effect have two supervisors which
vould pot permit the functionslization of work sssignments to the
degree that could be accowplished were all personnel asslgned to
one supervisor,

If the computetion method vere adopted and the responsibility for
all payroll operations sssigned to the Machine Records Division,
the additional persomnel required in the Mechine Records Division
would be selected from the esployees presently engaged in payroll
operstions in the Payroll Branch of the Fiscal Division.

Isb B presents the Table of Organiratien now spproved for payroll
operations, and the estimated table of organization reqguirements
under the computation methed if ell rasponsibilities of payroll
eparations were sssigned to the Machine Records Division., The total
reduction in T/0 would result in the release for other purposes of
10 T/0 positions.

| pa s

g+ Space Requirements

(2)

square feet of additienal mpace to this division to sccommodate

the employees and equipment which would bs transferred to it. This
space should be mdjacent to the Fpace occupied by the other employees
of this division,

if the functions of the Payroll Branch of the Fiscal Bivision vere

sasigned to the Maehine Records Division, the spuce requireuments of

3& Fiscal Division would be reduced by approximately 2240 square
eet,

he Behedule for Installation

(1)
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The instalimtion of the computation method could be accouplished in
three phases ss follows:

{a) Bena method effective with the pay period beginning 6 Mey 1956,

{v) Computation method of determining pay effective with the PEY
period beginning 17 June 1956, -
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(e) Mechanized leave method installed on & staggered basis
by payrell allotuents beginning in September 1956 with
complete installation by the first leave period for calen-
dar year 1997,

{2) The sbove schedule would pesmit the installation of the new pro-
- eeldures ip an orderly mamner and {n scoordance with figeal and
ealendar year veguirsments,

8implification of Operations Re Boad Aecounting

(1) Two types of bend dcduoctien arrengemsnts offer some airfieulty
with respect to the mechanised bend accounting methed, namely:

{(s) Cases (of which there sxe 35) involving alternste owners
whare the employee requests bonds to be issued sltexpately
in names of separats owners, and

{b) Cmses (of which there are 13) where employses reguest bonds
to be ispusd to wore than one owner.

Difficaliles involved in "(a)" above can e overceme largely by
requesting the employces to suthorize bond deductions in such a
uanner that the savings bonds will be issued to separate owners
vhanaver sufficient funds are availsble to pay for the depomina-
tien of bond requested. The d1fficulties imvolved in "{b)" sbove
can be bandled satisfactorily under the mechaniged procedure; how-
over, sooe adlitional costs are incurred, but not sufficlent to
Justily et this time e recomsendation that such arrangemenis be

CONCLUBIONS:
It is coneluded that:

The sdoption of the computstion methed for payroll operadions would
result in a reduction in the cost of perforuing these funetions.

ihe wmechanized method of bond scceunting be advpted as well as the
wechanized centralized leave system; in ovdsr %o singlify the mechanized
bond accounting method, the cases of alternate bound gwners be sonverted
te multiple owners, as described in subpsrsgraph "3i" shove .

The aseigment of the responsibility for sll payrell operations to the
Mashine Records Division would result in the maximm reduction in costs
that could be effected under this system,

The adoption of the computation method with the sssignment of certain
Payrall functions to the Payroll Branch ef the Fiseal Pivigion and

other funstions to the Machine Records Division would result in a
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reduction in eosts but the reduction would be substantially less
than the savings that could be effected 1f all payroll operations
wele assigned to one component.

The sdoption of the proposed schedule set forth in subparagreph 3h,
above, would permit the erderly installation of the system without
interruption of service.

It is recommended tﬁa‘bx

The Agency adept the computation method for payroll preperation, the
medhanization of bond sceounting, end ths mechanized leave method,

and in comnection with the mechanized dond accounting, aetion be taken
to eliminate cases where bonds are issued altersately to separate
OVDErs.

The responsibility for ell operstions relating to the vouchered poy=
roll be assigned to the Machine Records Division,

The installatlion of the recommended changes be schadulel in three phases,
a8 set forth in subparsgreph "3h" sbove,

Arrengements be uede for sufficient additienal sphee 1o be assigned to
the Machine Records Division sljseent to its other sperations by 17 June
1956 to aceommodate the personnel snd equipment that would be tramsferred
to thie Division; in the event this space sannot be pregided by the con-
vareion dste, an eatimated 22 employees will be required under the eom-

putation method until such time as adjacent space s available.

The Mechine Records Division be redesignated as the "Machine Aceounting
Division" in keeping with the payroll aecounting function recoumended
for transfer thereto as well as other ascounting functions now performed
by the Divistien,
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The recommendations set forth in parsgreph 5 are approved.

APFROVED:
Date Sompirolier
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